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Navigating through the course: 
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× Once the PowerPoint presentation is open, click on this icon located on bottom right of the 
PowerPoint to display your presentation in full-screen mode  

 

 

ī Another way to show the presentation in full screen mode is by clicking on the Slide Show 
ÔÁÂ ÆÒÏÍ ÔÈÅ ÔÏÏÌÂÁÒ ÁÎÄ ÓÅÌÅÃÔ ÅÉÔÈÅÒ Ȭ&ÒÏÍ "ÅÇÉÎÎÉÎÇȭ ÏÒ Ȭ&ÒÏÍ #ÕÒÒÅÎÔȭ 3ÌÉÄÅ ÂÕÔÔÏÎÓ  

 

 

 

× Once your presentation is open in full screen mode, click on the arrow pointing to the               
right                  to advance to the next slide and arrow pointing to left               to go back   

 

× To exit from full screen mode, click on the esc key on your keyboard                      

× You can quickly navigate to any lesson in the course by clicking on the slide number from the 
Table of Contents (Slide 6) 



This training has been designed for use by hospital finance and government 
reimbursement officers of private Pennsylvania hospitals, and is prepared 
by the Office of Medical Assistance Programs (OMAP) within the 
Department of Human Services (DHS).  

/ÆÆÉÃÅ ÏÆ -ÅÄÉÃÁÌ !ÓÓÉÓÔÁÎÃÅ 0ÒÏÇÒÁÍÓȣ 

× Recognizes that the subject of DSH UPL can be confusing and wants to 
help hospitals to have a better understanding of it  

× Wants hospital financial executives to be aware of certain changes to 
the DSH payment process 

× Wants hospitals to understand the importance of properly reporting 
data used in the determination of DSH payments  

3 



Medicaid and Medical Assistance 
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Throughout this training module, we will refer to both Medicaid and Medical Assistance, 
but it is important for you to know that they are NOT synonymous. 
 
ü Medicaid (or Title XIX) 

ü Medicaid is the state-and-federal government program that provides health care 
coverage for qualifying low-income individuals 

ü Medicaid was created legislatively by the addition of Title XIX to the Social Security Act, 
ÓÏ ÔÈÅ ÐÒÏÇÒÁÍ ÉÓ ÓÏÍÅÔÉÍÅÓ ÒÅÆÅÒÒÅÄ ÔÏ ÁÓ Ȱ4ÉÔÌÅ 8)8ȱ ɉÐÒÏÎÏÕÎÃÅÄ Ȱ4ÉÔÌÅ ΣΫȱɊ 
ü &ÏÒ ÅØÁÍÐÌÅȟ Ȱ4ÉÔÌÅ 8)8 $ÁÙÓȱ ÍÅÁÎÓ ÓÔÒÉÃÔÌÙ -ÅÄÉÃÁÉÄ ÄÁÙÓ 

   

ü Medical Assistance (MA)  
ü This name refers to the governmental program that administers Medicaid and General 

Assistance (GA) coverage in the Commonwealth of Pennsylvania 
ü GA is a state-only program for qualifying individuals who are not eligible for 

Medicaid 
ü 7ÈÉÌÅ Ȱ-ÅÄÉÃÁÌ !ÓÓÉÓÔÁÎÃÅȱ ÉÎÃÌÕÄÅÓ -ÅÄÉÃÁÉÄȟ ÔÈÅ ÔÅÒÍÓ ÁÒÅ ÎÏÔ ÉÎÔÅÒÃÈÁÎÇÅÁÂÌÅ 
ü 7ÈÅÎ ÙÏÕ ÓÅÅ ÔÈÅ ÔÅÒÍ Ȱ-ÅÄÉÃÁÉÄȱ ÏÒ Ȱ4ÉÔÌÅ 8)8ȱ ÉÎ ÔÈÉÓ ÔÒÁÉÎÉÎÇȟ ÉÔ ÉÓ ÂÅÉÎÇ ÕÓÅÄ 

intentionally to refer to the cooperative federal/state program that provides 
ÈÅÁÌÔÈÃÁÒÅ ÔÏ ÑÕÁÌÉÆÙÉÎÇ ÉÎÄÉÇÅÎÔ ÐÅÒÓÏÎÓ ɉ×ÈÉÃÈ ÄÏÅÓ ÎÏÔ ÉÎÃÌÕÄÅ 0!ȭÓ ÇÅÎÅÒÁÌ 
assistance program.) 



What you will learn in this course:   
üAbout Medicaid DSH UPL  

üThe importance of DSH UPL and how it can impact your hospital   

üWhat you ÃÁÎ ÄÏ ÔÏ ÒÅÐÏÒÔ ÙÏÕÒ ÈÏÓÐÉÔÁÌȭÓ ÄÁÔÁ ÁÃÃÕÒÁÔÅÌÙ 

üHow DSH UPL is determined  

üWhy UPL is calculated twice for the same year  

üDSH process timeline  

üWhat important change went into effect recently  

üWhere to go to learn more  

5 
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Lesson 1:  

DSH   

7 



What you will learn in lesson 1:  
üAbout DSH  

üDSH history 

üTypes of DSH payments  

üHospital eligibility   

üPennsylvania statistics 

8 

üWhat is not DSH  



What is DSH?   

ü DSH stands for Disproportionate Share Hospital 
 
ü A DSH Hospital is one which serves a disproportionate number of low-income 

patients with special needs 
   
ü$3( ÉÓ ÐÒÏÎÏÕÎÃÅÄ ȰÄÉÓÈȱȣÌÏÏËÓ ÌÉËÅ ÉÔ ÏÕÇÈÔ ÔÏ ÂÅ Á ÎÏÕÎȟ ÂÕÔ ÉÔȭÓ ÕÓÅÄ ÁÓ ÁÎ 
ÁÄÊÅÃÔÉÖÅȟ ÁÓ ÉÎ Ȱ$3( ÐÁÙÍÅÎÔÓȱȟ Ȱ$3( ÌÉÍÉÔÓȱȟ ÁÎÄ ÅÖÅÎ Ȱ$3( ÈÏÓÐÉÔÁÌȱ 

ü There is Medicaid DSH and Medicare DSH.   They are 
completely different programs  

This training is ONLY on Medicaid DSH 
in Pennsylvania, and every reference we 
ÍÁËÅ ÔÏ Ȱ$3(ȱ ÍÅÁÎÓ -ÅÄÉÃÁÉÄ $3(Ȣ  

9 



DSH history 
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)Ô ×ÁÓ ÔÈÅ ΣΫΩΡȭÓ ÁÎÄ ÈÉÇÈ-volume 
Medicaid hospitals were losing 
money. 

In 1981, Congress established the 
Medicaid DSH program. 

The purpose of the Medicaid DSH 
program is to:  

ü Provide some financial relief to 
hospitals serving the poor  

ü Maintain hospital access for 
the poor 

 

Medicaid was created in 1965 through 
Title XIX of the Social Security Act.  

1Coughlin, T.A, Ku, L., and Kim, J.: Reforming the Medicaid Disproportionate Share Hospital Program. Health 
Care Financing Review,22(2):138, 2000. 

http://www.cms.gov/Research-Statistics-Data-and-Systems/Research/HealthCareFinancingReview/downloads/00winterpg137.pdf


DSH program design 
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3ÔÁÔÅÓ ÈÁÖÅ ÃÏÎÓÉÄÅÒÁÂÌÅ ÆÒÅÅÄÏÍ ÉÎ ÄÅÓÉÇÎÉÎÇ ÔÈÅÉÒ $3( ÐÒÏÇÒÁÍȣ 

However, states can go beyond the Federal minimum 
criteria and make DSH payments to hospitals with Medicaid 
inpatient utilization rates as low as 1 percent1. Because of 
this flexibility, statesȭ $3( ÐÒÏÇÒÁÍÓ ÖÁÒÙ ÇÒÅÁÔÌÙ ÂÏÔÈ ÉÎ 
how DSH payments are rendered and the types of hospitals 
that receive payments. 

1Hospitals must also meet the Federal Obstetrician 
requirement as described on slide 18. 



0ÅÎÎÓÙÌÖÁÎÉÁȭÓ $3( 0ÁÙÍÅÎÔÓ 
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There are 19 different DSH payment types in 
0!ȟ ÅÁÃÈ ×ÉÔÈ ÉÔÓ Ï×Î ȣ 
  

ü eligibility criteria 

ü separate funding 

ü payment distribution methodology 

%ÁÃÈ ÓÔÁÔÅȭÓ $3( ÐÒÏÇÒÁÍÓ 
are funded by both state and 
federal funds in accordance 
with approved State Plan. 



DSH Payment Programs  

DSH Payment Program Name Description on Remittance Advice* 

Inpatient DSH  INP DISPROPORTIONATE SHARE 

Community Access Fund (CAF)  

Burn DSH  BURN CENTER DSH  

Critical Access Hospital (CAH)  CRITICAL ACCESS DSH  

Small/Sole Community Hospital SMALL/SOLE COMM. HOSP DSH 

COMMUNITY ACCESS PMTS 

Tobacco DSH  
TOBACCO UNCOMP CARE PYMT 
TOBACCO EXTRAORDY PYMT 

Trauma DSH  
TRAUMA LEVEL I & II  
TRAUMA LEVEL III  

1 

2 

3 

4 

5 

6 

7 

13 

*A Remittance Advice (RA) is  the explanation of payment(s) that 
OMAP provides to each hospital for each time it makes payment(s). 



DSH Payment Programs  

DSH Payment Program Name Description on Remittance Advice 

Additional Class of DSH  
DISPROPORTIONATE SHARE/ 
UNSPECIFIED 

Access to Care  

OB/NICU  OB/NICU DISPROP SHARE PMTS 

Psychiatric Medical Education PSYCH MED ED PAYMT  

Academic Medical Center  ACADEMIC MED. CTR. DSH PYMT  

10 

DISPROPORTIONATE SHARE/ 
UNSPECIFIED 

General Assistance Claims  Individual Claim Detail  

11 

12 

13 

9 

8 

14 

Enhanced Payments to Certain DSH Hospitals  
(beginning with FY13-14) 

HOSP ENHANCED DSH 14 



DSH Payment Programs  

DSH Payment Program Name Description on Remittance Advice 

Cleft Palate CLEFT PALATE 

Impoverished DSH 

Rural Academic Med. Ed. DSH  RURAL ACAD. MED. ED. DSH 

Less Urban Academic Med. Ed. DSH ACAD MED DSH, LESS URBAN 

Regional Academic Med. Ed. REGIONAL ACAD. MED. ED. 

17 

IMPOVERISHED AREA DSH 

18 

19 

16 

15 

15 

Public notices of proposed and 
final DSH payments programs 
are published in the 
Pennsylvania Bulletin. 

http://www.pabulletin.com/index.asp


What is NOT DSH?   
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These are lump-sum hospital  
supplemental payments ɀ NOT DSH payments:    

ɆHOSP MA STABILITY 
MA Stability 

ɆHOSP MA DEPENDENCY 
MA Dependency 

ɆHOSP MA REHAB ADJ 
MA Rehab Adjustment 

Ɇn/a (paid through MCOs) 
MCO Payments (Access Capitation Rate) 

ɆPASSTHRU DIR MED TEACH COST 
Medical Education 

ɆOUTPAT DISPROP SHARE PMTS 
/ÕÔÐÁÔÉÅÎÔ Ȱ$3(ȱ 

ɆHOSP ER & OP ACCESS 
OP / ER 

ɆHOSP ENHANCED PAYMENT 
Enhanced Payments to Certain DSH Hospitals (through FY12-13) 

ɆHOSP AUGMENTED WAIVER 
Augmented Waiver 

ɆMA RELIANT 
MA Reliant 

$ÅÓÐÉÔÅ ÔÈÅ Ȱ$3(ȱ ÉÎ ÔÈÅ ÎÁÍÅȟ 
Outpatient is not true DSH.   

Description on Remittance Advice 



Hospital Eligibility 

It depends on the specific DSH payment type, but 
in general, both private (general acute care, psych, 
and rehab) and state-owned hospitals, as well as 
psych, med rehab, and drug & alcohol rehab units 
of private acute general hospitals are eligible for 
DSH payments, provided they meet the specific 
criteria.    

Eligible Hospitals  

This training is focused on 
private hospitals. 

How does a hospital qualify for DSH?  

V Each DSH payment has its own eligibility criteria.  For this training, 
we will not delve into the details of each individual DSH payment 
program 
 

V 9ÏÕ ÃÁÎ ÆÉÎÄ ÁÌÌ ÏÆ ÔÈÅ ÄÅÔÁÉÌÓ ÉÎ 0ÅÎÎÓÙÌÖÁÎÉÁȭÓ -ÅÄÉÃÁÉÄ 3ÔÁÔÅ 0ÌÁÎȟ 
which is public information.  Details for how to order it on CD are 
here   

17 

http://www.dhs.state.pa.us/publications/medicaidstateplan/index.htm


Hospital Eligibility:  The 2 OB Requirement 
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Another federal requirement which is important to note is that a DSH hospital must 
have at least two obstetricians (OB) with staff privileges who have agreed to provide 
obstetrical care in services to Medicaid-eligible patients on a nonemergency basis 
 
ü There are two exceptions to this requirement: 

ü Childrensȭ hospitals 
ü Hospitals which did not offer non-emergency obstetrical care on or before December 21, 

1987. 
 

ü&ÏÒ ÒÕÒÁÌ ÈÏÓÐÉÔÁÌÓȟ ÔÈÅ ÔÅÒÍ ȰÏÂÓÔÅÔÒÉÃÉÁÎȱ ÉÎÃÌÕÄÅÓ ÁÎÙ ÐÈÙÓÉÃÉÁÎ with  
staff privileges at the hospital to perform nonemergency obstetric  
procedures. 

 
ü This information is not collected on the Medicaid Cost Report, so  

OMAP contacts hospitals to confirm they meet this requirement. 
 

ü Click to view the federal code  (Sec. 1923. [42 U.S.C. 1396rɀ4] (d)  
REQUIREMENTS TO QUALIFY AS DISPROPORTIONATE SHARE HOSPITAL) 

http://www.ssa.gov/OP_Home/ssact/title19/1923.htm


0ÅÎÎÓÙÌÖÁÎÉÁ ÓÔÁÔÉÓÔÉÃÓȣ 

19 

177 hospitals 
eligible for  

lump-sum DSH 

31 
hospitals  
not eligible for 
lump-sum DSH 

85% of private 
inpatient 

hospitals (acute, 
psych, rehab) 

qualified for lump-
sum DSH 

payments.   

Statistics are from 
FY13-14 

Lump-sum? 
/Î ÔÈÉÓ ÓÌÉÄÅȟ Ȱ,ÕÍÐ-
ÓÕÍ $3(ȱ ÒÅÆÅÒÓ ÔÏ ÁÌÌ 
DSH payments except 
for General Assistance 
(GA) DSH, which is 
addressed later.  Even 
hospitals that do not 
receive lump-sum DSH 
can receive GA DSH. 



Lesson 1 review:  
üDSH stands for Disproportionate Share Hospital   

üA DSH Hospital is one which serves a disproportionate number of low-
income patients 

üStates have some freedom in designing their DSH program  

üThere are 19 DSH payment types in PA, each with its own eligibility criteria 
and payment distribution methodology  

üSome lump-ÓÕÍ ÈÏÓÐÉÔÁÌ ÐÁÙÍÅÎÔÓ ÁÒÅ ȰÓÕÐÐÌÅÍÅÎÔÁÌ ÐÁÙÍÅÎÔÓȟȱ ÎÏÔ 
DSH    

20 

ü In FY13-14, 85% or 177 private inpatient hospitals qualified for lump-sum 
DSH in PA   



Lesson 2:  

UPL and the Prospective  

DSH Analysis   

21 



What you will learn in lesson 2:  

22 

üAbout UPL  

üFederal regulations  

üHow DSH UPL is determined  

üHow DSH UPL is calculated  

üAbout hospital-specific DSH UPL   

ü Impact to hospitals  

üData sources for DSH UPL analysis  



What is UPL?   

ü UPL stands for Upper Payment Limit 

23 

ü 4ÈÅ ÔÅÒÍ Ȱ50,ȱ ÃÁÎ ÂÅ Á ÓÏÕÒÃÅ ÏÆ 
confusion because there are several 
different upper payment limits 
imposed by the federal government 
×ÉÔÈ ÒÅÇÁÒÄ ÔÏ ÅÁÃÈ ÓÔÁÔÅȭÓ 
Medicaid expenditures 
 

ü This training is focused solely on 
ÔÈÅ ȰÈÏÓÐÉÔÁÌ-ÓÐÅÃÉÆÉÃ $3( 50,ȱ 



The Hospital-Specific DSH UPL 

24 

Under this limit, FFP* is not available for state DSH payments 
that are more than the hospital's eligible uncompensated 
care cost, which is the cost of providing inpatient hospital and 
outpatient hospital services to Medicaid patients and the 
uninsured, minus payments received by the hospital from or 
on behalf of those patients.  

The hospital-specific DSH UPL is also referred to as ÔÈÅ ȰOBRA 1993 hospital-
specific DSH limitȟȱ ÆÏÒ ÔÈÅ #ÏÎÇÒÅÓÓÉÏÎÁÌ !ÃÔ ÆÒÏÍ ×ÈÉÃÈ ÉÔ ÏÒÉÇÉÎÁÔÅÄȢ 

Federal law limits FFP* 
for DSH payments 
through the hospital-
specific DSH limit.  

ɕ&&0 ÍÅÁÎÓ Ȱ&ÅÄÅÒÁÌ &ÉÎÁÎÃÉÁÌ 0ÁÒÔÉÃÉÐÁÔÉÏÎȱ ÁÎÄ ÒÅÆÅÒÓ ÔÏ ÔÈÅ ÐÏÒÔÉÏÎ ÏÆ -ÅÄÉÃÁÉÄ ÆÕÎÄÉÎÇ ÔÈÁÔ ÉÓ ÐÒÏÖÉÄÅÄ ÂÙ ÔÈÅ ÆÅÄÅÒÁÌ ÇÏvernment. 



Other Federal Limits on Medicaid Spending 

25 

Å3ÏÍÅÔÉÍÅÓȟ Ȱ50,ȱ ÉÓ ÕÓÅÄ ÔÏ ÒÅÆÅÒ ÔÏ ÔÈÅ ÆÅÄÅÒÁÌ 
ÃÁÐ ÏÎ Á ÓÔÁÔÅ -ÅÄÉÃÁÉÄ ÐÒÏÇÒÁÍȭÓ ÔÏÔÁÌ &&3 
spending for a provider type (i.e. inpatient 
hospital, outpatient hospital, physicians)  

ÅTypically, Federal Financial Participation (FFP) is 
authorized only on payments up to what Medicare 
would have paid facilities (in the aggregate) for 
the same services 

ÅA number of states have supplemental payment 
ÐÒÏÇÒÁÍÓ ×ÈÉÃÈ ÔÈÅÙ ÃÁÌÌ Ȱ50, ÐÁÙÍÅÎÔÓȱ ÔÏ 
increase provider reimbursement up to the UPL if 
there is room between current reimbursement 
levels and the applicable UPL 

ÅPennsylvania has supplemental hospital payments, 
ÂÕÔ ÔÈÅÙ ÁÒÅ ÎÏÔ ÒÅÆÅÒÒÅÄ ÔÏ ÁÓ Ȱ50, ÐÁÙÍÅÎÔÓȱ 

 

State-wide FFS Cap  

ÅFederal law establishes an annual DSH allotment 
for each state that limits Federal Financial 
Participation (FFP) for total statewide DSH 
payments made to hospitals. This is sometimes 
wrongly referred to as the UPL. 

ÅDSH payments to qualifying hospitals may be 
adjusted so that payments do not exceed the 
ÓÔÁÔÅÓȭ ÁÎÎÕÁÌ $3( ÁÌÌÏÔÍÅÎÔȢ  

 

DSH Allotment 

 4ÈÅÓÅ ÌÉÍÉÔÓ ÁÒÅ ÓÏÍÅÔÉÍÅÓ ÒÅÆÅÒÒÅÄ ÔÏ ÁÓ Ȱ50,ȱȢ  



Why is there a limit?  

26 

1Coughlin, T.A, Ku, L., and Kim, J.: Reforming the Medicaid Disproportionate Share Hospital Program. Health Care Financing Review,22(2):139, 2000. 

http://www.cms.gov/Research-Statistics-Data-and-Systems/Research/HealthCareFinancingReview/downloads/00winterpg137.pdf


Prospective and Retrospective Analyses 
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ü/-!0 ÅÓÔÉÍÁÔÅÓ ÅÁÃÈ ÈÏÓÐÉÔÁÌȭÓ $3( 50, ÆÏÒ ÔÈÅ ÃÕÒÒÅÎÔ 3ÔÁÔÅ &ÉÓÃÁÌ 
9ÅÁÒ ɉ3&9Ɋ ÉÎ Á ÐÒÏÃÅÓÓ ËÎÏ×Î ÁÓ ÔÈÅ Ȱprospective DSH UPL analysisȱ 
ü The prospective analysis utilizes historical data trended forward to the 

payment year to determine each hospital-specific limit 
ü Volume growth, the state-wide transition to Medicaid managed care, and 

Healthy PA impact are examples of factors that are taken into account 
ü The prospective DSH UPL is used by OMAP during the payment year to 

avoid paying any hospital excess DSH funds 

 
 

ü After a given SFY is completed, and actual, experienced data for that 
ÙÅÁÒ ÉÓ ÇÁÔÈÅÒÅÄȟ ÅÁÃÈ ÈÏÓÐÉÔÁÌȭÓ $3( 50, ÉÓ ÒÅÃÁÌÃÕÌÁÔÅÄ ÉÎ Á ÐÒÏÃÅÓÓ 
ËÎÏ×Î ÁÓ ÔÈÅ Ȱretrospective DSH UPL analysisȱ 
ü We will discuss the retrospective analysis, as well as the timeline for both 

analyses later in this training 

 

Prospective 

Retrospective 



Impact to Hospitals  

28 

ü Your DSH UPL determines whether or not the DSH payments for 
which you otherwise qualify will be paid to you or not   

 
ü It can mean millions of dollars to your hospital 
 
ü Hospitals play a role in determination of DSH UPL by providing 

accurate, timely data 

Your ÈÏÓÐÉÔÁÌȭÓ 50, ÉÓ ÃÁÌÃÕÌÁÔÅÄ ÅÁÃÈ 
year with newer data, so it is likely that 
your UPL will change annually.   



How is DSH UPL calculated? 
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Basically... 
 
Á ÈÏÓÐÉÔÁÌȭÓ -ÅÄÉÃÁÉÄ ÓÈÏÒÔÆÁÌÌ ÉÓ ÁÄÄÅÄ ÔÏ ÉÔÓ ÕÎÃÏÍÐÅÎÓÁÔÅÄ 
costs for uninsured patients.   

Medicaid Shortfall 

Uninsured Uncompensated Care 

Costs eligible for DSH 
reimbursement 

We will dig a little deeper into each 
component of the DSH UPL calculation 
shown here. We will start with Medicaid 
Shortfall on the next slide.  



How is DSH UPL calculated? 
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This is the 1st component of the DSH UPL calculation.   

Medicaid Revenue      
(non-DSH)  

Medicaid Costs  

Medicaid Shortfall  

How is Medicaid Shortfall calculated?   

2ÅÐÒÅÓÅÎÔÓ Á ÈÏÓÐÉÔÁÌȭÓ -ÅÄÉÃÁÉÄ ÃÏÓÔÓ ÔÈÁÔ ÁÒÅ not 
reimbursed by Medicaid claims payments or non-DSH 
supplemental payments  

Medicaid 
Shortfall  

Medicaid Shortfall  



How is DSH UPL calculated? 
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Medicaid Revenue      
(non-DSH)  

Medicaid Costs  

Medicaid Shortfall  

Medicaid Costs  

ü Medicaid charges are converted to costs using 
the cost-to-charge ratio (CCR) specific to the 
type of charge 

ü CCRs are calculated from data within a ÈÏÓÐÉÔÁÌȭÓ 
Medicaid Cost Report (MA-336).  We will discuss 
CCRs more on the next slide. 

ü Medicaid charges come from different sources 
depending on the specific type of charge  

ü Costs are estimated for each type of Medicaid 
charge.  Then, they are added together 

ü For the prospective UPL, historical hospital costs 
are trended forward to the year of the DSH UPL 
calculation using market basket inflationary 
factors 

Medicaid Shortfall  



How is DSH UPL calculated? 
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ü CCRs are unique to each hospital and to each category of claims  

ü Using MA fee-for-service (FFS) inpatient (IP) acute care as an example, 
here is the basic calculation to derive its CCR: 

 

 

 

 

ü For more details, see Appendix II 

MA FFS IP 
acute care 

CCR 

Costs attributed to MA FFS IP acute care by the 
MA-336 hospital cost report (Schedule S1) 

Charges attributed to MA FFS IP acute care by the 
MA-336 hospital cost report (Schedule S3) 

Medicaid Costs: Cost-to-Charge Ratio (CCR)   

Medicaid Shortfall   

The MA-336 hospital cost report includes 
information for MA which includes Title 
XIX and General Assistance (GA). 



How is DSH UPL calculated? 
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Here are the types of Medicaid revenue 
that are included: 

Medicaid Revenue  

Medicaid Shortfall   

Medicaid Revenue      
(non-DSH)  

Medicaid Costs  

Medicaid Shortfall  

Out-of-state  
and other payer 

revenue* for  
Medicaid 

beneficiaries 

Non-DSH 
supplemental 

hospital  
payments  

Medicaid FFS 
claims 

payments 
(IP&OP) 

Medicaid  
MCO 

Payments 
(IP&OP) 

*Claim and lump-sum 



How is DSH UPL calculated? 
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Represents any individual with no source of third-party 
coverage for the hospital services they receive 

Å Does not include Medicaid patients  

Uninsured 
Uncompensated 
Care 

7ÈÁÔ ÅØÁÃÔÌÙ ÉÓ ȰÕÎÄÅÒÉÎÓÕÒÅÄ1ȱȩ 

In general, if the person does not have insurance coverage for the service being provided then 
the charges for the service should be treated as an uninsured charge and any payment received 
from the patient (there would be no payment from insurance) should be reported as payment 
for an uninsured person 

7ÈÏ ÑÕÁÌÉÆÉÅÓ ÁÓ ȰÕÎÉÎÓÕÒÅÄȱ ÁÓ ÉÔ ÒÅÌÁÔÅÓ ÔÏ $3( 50,ȩ  

1CMSȭ &ÉÎÁÌ 2ÕÌÅ ÅÆÆÅÃÔÉÖÅ $ÅÃÅÍÂÅÒ ΥΣȟ ΤΡΣΦ ɉ79 FR 71679-71694) provides a detailed definition of underinsured. 

This is the 2nd component of the DSH UPL calculation.   

Uninsured Uncompensated Care  

http://www.gpo.gov/fdsys/pkg/FR-2014-12-03/pdf/2014-28424.pdf
http://www.gpo.gov/fdsys/pkg/FR-2014-12-03/pdf/2014-28424.pdf
http://www.gpo.gov/fdsys/pkg/FR-2014-12-03/pdf/2014-28424.pdf


Although the cost of treating GA 
beneficiaries is considered uninsured 
and therefore is counted as an 
uninsured cost in the DSH UPL 
calculation, payments made by OMAP 
on behalf of GA beneficiaries are not 
counted here.  We will discuss this in 
more detail later. 

How is DSH UPL calculated? 
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Any revenue from or on 
behalf of the uninsured 

Costs to Care for 
Uninsured  

Uninsured 
Uncompensated Care 

.Ï× ÔÈÁÔ ÙÏÕ ÕÎÄÅÒÓÔÁÎÄ ×ÈÁÔ ȰÕÎÉÎÓÕÒÅÄȱ ÉÓȟ ÈÏ× ÉÓ ÉÔ ÃÁÌÃÕÌÁÔÅÄȩ  

Yes, you may have 
some revenue from 
self-pays.   

Uninsured Uncompensated Care  

Revenue for 
uninsured 
patients? 

What about 
General Assistance 
(GA) revenue? 



How is DSH UPL calculated? 
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1Uninsured charges and revenue are now being captured on the Medicaid hospital cost report as distinct elements beginning with the FY12-13 
MA-336.  OOS charges and revenue are targeted to be captured as distinct elements beginning with the FY14-15 MA-336. 

DSH  
UPL  

Analysis  

PROMISe             
(Medicaid FFS charges 
and revenue;  FFS GA 
charges;  Other payer 
payments for GA 
beneficiaries) 

OMAP MC 
Encounter 
Records           
(MC charges for GA) 

Hospital 
Financial 
Records 

(Self-pay, uninsured and OOS 
charges and revenue1) 

Medicaid Hospital 
Cost Report 

(CCRs;  Medicaid MC charges 
and revenue; Other local/ 

county program 
revenue and 

1011 payments)  

4 Data Sources of the DSH UPL analysis 



          CHARGES 
Conversion 

to Cost COSTS REVENUES 

R
A

T
E

 P
A

Y
M

E
N

T
S

 

M
e

d
ic

a
id

 

FFS 
IP     CCR     

OP     CCR     

OOS     CCR     

MC 
IP     CCR     

OP     CCR     

OOS     CCR     

GA FFS & MC 
IP & 
OP     CCR     

  Patients with 
NSOTPC* 

IP     CCR     

  OP     CCR     
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* NSOTPC = Patients with no source of third-party coverage.  Includes self-pays and uninsured. 

When the various types of patient costs             
ÁÎÄ ÒÅÖÅÎÕÅÓ ÁÒÅ ÃÏÎÓÉÄÅÒÅÄȟ ÉÔ ÌÏÏËÓ ÌÉËÅ ÔÈÉÓȣ 

GA payments 
made by 

OMAP are not 
counted here. 
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When the total applicable revenues are subtracted from the total 
ÒÅÉÍÂÕÒÓÁÂÌÅ ÃÏÓÔÓȟ ÔÈÅ ÒÅÓÕÌÔ ÉÓ ÔÈÅ ÈÏÓÐÉÔÁÌȭÓ DSH Upper Payment Limit 

The spreadsheet on the next slide adds these payments  

The DSH UPL analysis then ÃÏÎÓÉÄÅÒÓ ÔÈÅ ÈÏÓÐÉÔÁÌȭÓ $3( payments for the  
year to determine whether it will exceed its DSH Upper Payment Limit 

In addition to patient costs and revenues, ȰÌÕÍÐ-ÓÕÍȱ ÓÕÐÐÌÅÍÅÎÔÁÌ 
payments from Pennsylvania, other states, and any local government 
must be considered 



          CHARGES Converted COSTS REVENUES DIFFERENCE 

          Charges 

By Cost-to-
Charge 

Ratio (CCR) 

Allowable 
Costs Revenues 

Costs eligible 
for DSH 

reimbursement 

  A B C   D E F=D*E G H=F-G 

R
A

T
E

 P
A

Y
M

E
N

T
S

 

M
e

d
ic

a
id

 

FFS 
IP     CCR       

OP     CCR       

OOS     CCR       

MC 
IP     CCR       

OP     CCR       

OOS     CCR       

GA FFS & MC IP & OP     CCR       

  Patients with 
NSOTPC* 

IP     CCR       

  OP     CCR       

L
U

M
P-

S
U

M
  

P
A

Y
M

E
N

T
S OOS supplemental payments 

            

Other non-state payments             

PA supplemental payments 
            

  
TOTALS             

  DSH Payments             

  
Remaining Room (Excess) 
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Excess or ȰÒÅÍÁÉÎÉÎÇ 
ÒÏÏÍȱ 

Subtract DSH payments 

* NSOTPC = Patients with no source of third-party coverage.  
Includes self-pays and uninsured. 

The OBRA 1993 
hospital-specific DSH 
limit (the total 
amount of costs 
eligible for DSH 
reimbursement)  

Includes GA 
DSH 

(federalized 
GA payments) 

From local 
government 
indigent care 

programs 
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Here is a 
simplified 

hypothetical 
example 

(in millions) 

The 
DSH 
UPL 

          CHARGES Converted COSTS REVENUES DIFFERENCE 

          Charges 

By Cost-to-
Charge 

Ratio (CCR) 

Allowable 
Costs Revenues 

Costs eligible 
for DSH 

reimbursement 

  A B C   D E F=D*E G H=F-G 

R
A

T
E

 P
A

Y
M

E
N

T
S

 

M
e

d
ic

a
id

 

FFS 
IP   $10.0  0.250 $2.5 $2.0 $0.5 

OP   $10.0  0.300 $3.0 $2.0 $1.0 

OOS   $3.0  0.250 $0.8 $0.5 $0.3 

MC 
IP   $60.0  0.350 $21.0 $14.0 $7.0 

OP   $15.0  0.300 $4.5 $3.0 $1.5 

OOS   $2.0  0.350 $0.7 $0.5 $0.2 

GA FFS & MC IP & OP   $10.0  0.300 $3.0   $3.0 

  Patients with 
NSOTPC* 

IP   $8.0  0.350 $2.8 $2.2 $0.6 

  OP   $7.0  0.250 $1.8 $1.3 $0.5 

L
U

M
P-

S
U

M
  

P
A

Y
M

E
N

T
S OOS supplemental payments 

        
$1.0 -$1.0 

Other non-state payments         $0.5 -$0.5 

PA supplemental payments 
        

$3.0 -$3.0 

  
TOTALS       $40.0 $30.0 $10.0 

  DSH Payments           $11.0 

  
Remaining Room (Excess) 

          
($1.0) 

This hospital is projected to be $1 
million over its UPL if all DSH 

payments are made 
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üUPL stands for Upper Payment Limit  

ü Federal law establishes an annual DSH allotment for each state that 
limits Federal Financial Participation (FFP) for total statewide DSH 
payments made to hospitals  

ü Your hospital-specific DSH UPL determines whether or not the DSH 
payments for which you otherwise qualify will be paid to you or not 

ü (ÏÓÐÉÔÁÌȭÓ $3( 50, ×ÉÌÌ ÃÈÁÎÇÅ ÁÎÎÕÁÌÌÙ  

ü $3( 50, ÉÓ ÃÁÌÃÕÌÁÔÅÄ ÂÙ ÁÄÄÉÎÇ ÔÈÅ ÈÏÓÐÉÔÁÌȭÓ Medicaid shortfall to 
its uncompensated costs for uninsured patients   

ü Medicaid revenue components in the calculation are FFS (claims) 
and MCO payments, and Non-DSH supplemental hospital payments  

ü There are 4 data sources for DSH UPL analysis: PROMISe, OMAP 
MC encounter records, hospital financial records, and the Medicaid 
Cost Report  
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Retrospective DSH Analysis 
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What you will learn in lesson 3:  
üWhy there is a retrospective analysis  

üWho prepares the analysis  

üWhen the analysis is done 

üWhat the difference is between retrospective vs. prospective 

43 



About the Retrospective DSH Analysis  
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States are 
required by 
Federal law to 
annually submit 
to CMS a report 
on Medicaid 
DSH payments  

1 3 

2 The report must      
identify each hospital that 
received a DSH payment, 
and provide any other 
information the Secretary 
needs to ensure the 
appropriateness of the 
payment amount  

4 

Why is there a 
retrospective 

analysis?   

The annual certified independent 
audit includes specific verifications 
to make sure all DSH payments are 
appropriate. 

If a state fails 
to do so, 
CMS can 
discontinue 
Federal 
Financial 
Participation 

States must also 
submit an 
independent certified 
audit to verify that 
DSH payments 
comply with specified 
DSH program 
requirements 
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The retrospective calculation of DSH UPL is based on actual experience during the 
payment year (July-June).  Those results are independently audited. 

The audit is typically conducted by the Bureau of Audits (part of the 
#ÏÍÍÏÎ×ÅÁÌÔÈȭÓ /ÆÆÉÃÅ ÏÆ ÔÈÅ Budget) or by an outside audit entity.    

The process of finalizing claims, gathering data (via cost reports and hospital 
financial records), and desk reviewing cost reports for over 200 hospitals is lengthy.  

The analysis is done between 2.5 ɀ 3 years after the payment year ends. 


































































































































